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4 

• Massillon, 0.. 

2 

• Newport, Ky. 

. 1 

• Painesville, 0. 

2 

• Sandusky, 0. 

2 

• Sheffield, 0. 

1 

• Springfield, 0. . 

1 

• Steubenville, 0. 

2 

• Warren, 0. 

3 

• Willoughby, 0. 

1 


• Wooster, 0. 2 

• Youngstown, 0. 9 


Gray Drug Stores, Inc. — operating 102 stores and employing 
2100 people as of June 30, 1958 — ranks eighth in size 

among the nation’s drug chains. Grays’ 21-county area 
dominates Ohio and borders into Kentucky and Pennsylvania. 
According to latest census information, 82% of Ohio's 

homes are located in the counties served by Gray stores. 
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REPORT TO 
STOCKHOLDERS 


We present in this report the results of your Company’s 30th year in operation. 

Net sales of $32,249,706 were again the greatest in our history, represent¬ 
ing a 9.9% increase over the previous year’s sales of $29,333,474. Consolidated net income 
after taxes was $692,322, equivalent to $4.43 per share on 156,414 shares, as compared 
with $690,880, or $4.42 per share on 156,164 shares the previous year. 

During the past year, your Company continued to expand through the acquisi¬ 
tion of twelve stores formerly operated by King Drug Co. in the Cincinnati area, and the opening 
of six new units. Two smaller stores were sold, and ten older stores remodeled. As of June 30, 
1958 we had 102 units in operation, compared to 86 on June 30, 1957. 

For the current year our expansion plans call for the opening of eight more 
new stores and the remodeling of twelve present stores. We still have some marginal units 
which may be eliminated this year. 

Another major improvement was the opening of our own photo-finishing plant 
in Cleveland, as shown on the next page. Also, our Columbus plant, in successful operation 
many years, was relocated and modernized. 

We take pleasure in reporting the election of three new vice-presidents last 
year. These three young men — Herbert Durr, Marvin Kahn and Jerome Weinberger — all 
hold responsible executive positions with your Company. 

On April 1, 1958, our employees’ pension fund plan was amended and a supple¬ 
mental plan adopted, to more effectively provide retirement benefits and eliminate inequities 
caused by economic changes since the inception of the plan in 1944. The amended plan now 
provides for equivalent benefits on a non-insured basis through contributions to a corporate 
trustee, rather than through the purchase of individual annuity contracts. The supplemental plan 
provides added benefits for certain classes of employees. 

During the latter part of the year we completed a franchise agreement with the 
Rexall Drug Company for the sale and promotion of “Rexall” brand merchandise in our stores. 
This, in effect, couples the powerful national advertising and acceptance of Rexall products 
with the local dominance of Gray drug stores. In the opinion of Company management, the 
move will result in far-reaching long-range benefits. The program of integration and store iden¬ 
tification is planned by geographic territories, to start in September 1958, and to be completed 
by 1961. 

The past year’s results were made possible by the confidence of our customers 
and suppliers, the continued support of our stockholders, and the loyalty of our employees. 
To them all, our warm appreciation and sincere thanks. 



Respectfully, 





GRAY 


DRUG STORES 



EXPAND TO COVER 
CINCINNATI AREA 


In March, 1958, your Company assumed dominance of the Cincinnati market through the 
purchase of eleven stores operated by King Drug Co., largest chain in the local area. Since 
Gray’s had formerly opened one store in Cincinnati, we now operate twelve stores in the area 
— including two in the neighboring communities of Covington and Newport, Ky. 


In September, 1958, an “all-out” promotional campaign will spearhead the change of signs 
which will integrate these units with the “Gray Drug" operation. 


NEW P H OTO-F I N I SH I N G PLANT 

FOR GREATER PHOTO SALES AND PROFITS 

Your Company now operates two of the most modern, electronically 
equipped photo-finishing plants in Ohio. Experience gained through 
operations in Columbus showed that company-owned plants could 
bring greater sales, higher profits. This led to opening of a second 
plant to service northern Ohio, and the relocation and modernization 
of Columbus facilities. 

The new plants now service 67 of Grays’ stores and are expected 
to account for over $500,000 in retail sales. 



Outside view, filmachine, 432 rolls per hour 



Printing room electronic machines 















PROGRESS REPORT 


THIRTY-YEAR PROFITS CHART 
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THIRTY-YEAR SALES CHART 
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NEW STORES 


fash 


During the past year, your Company continued its planned expansion program, 

opening six new stores and remodeling ten. On these pages are various 

views of a typical new unit — designed for maximum traffic and located in a large 

new shopping center. Stores such as these assure the future 

maintenance of Grays’ leadership in sales and consumer acceptance. 



ioned for the future 



Colonial motif at Prescription Dept. 














ASSETS 


CURRENT ASSETS 

Cash. 

Accounts receivable, less allowance 

of $10,000 . 

Estimated refundable federal taxes 
on income . 

State tax stamps . 

Inventories — priced generally on the basis 
of the lower of cost (latest) or replace¬ 
ment market: 

At stores . $4,328,253 

At warehouse . 1,825,777 

$6,154,030 

In transit . 143,443 

Prepaid expenses . 

TOTAL CURRENT ASSETS 


OTHER ASSETS . 

FIXED ASSETS — on the basis of cost 

Furniture and fixtures. $3,083,382 

Leasehold improvements. 2,143,764 $5,227,146 

Less allowances for depreciation 

and amortization . 2,249,322 


$ 1,354,097 

169,371 

44,292 

88,357 


6,297,473 
143,040 
$ 8,096,630 

120,839 

2,977,824 


$11,195,293 


























AND SUBSIDIARIES 


• • • 


JUNE 30, 1958 




LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES 

Notes payable to bank . 

Portion of long-term debt due within 

one year . 

Accounts payable and accrued expenses: 

Trade accounts. $1,579,921 

Salaries, wages, and commissions . 418,441 

Accrued expenses. 308,655 

Rent and interest. 169,752 

Payroll taxes and amounts withheld 
from employees . 113,000 

Taxes other than federal taxes on income. 154,932 

Federal taxes on income — estimated 


TOTAL CURRENT LIABILITIES 

LONG-TERM DEBT — Note A 

Note payable to insurance company 
Note payable to others . 


Less portion classified as current 


SHAREHOLDERS’ EQUITY 

Capital stock, par value $1 a share — Note B: 

Authorized — 200,000 shares 

Outstanding—156,414 shares $ 156,414 

Capital in excess of par value — Note C . 2,061,409 

$2,217,823 

Earnings retained for use in the business — Note A 4,041,372 


$ 576,378 
366,700 
$ 943,078 
411,652 


$ 700,000 

411,652 


2,744,701 
548,319 
$ 4,404,672 


531,426 


6,259,195 

$11,195,293 


See notes to financial statements. 



























STATEMENT OF 
CONSOLIDATED 
EARNINGS 
RETAINED FOR 
USE IN THE 
BUSINESS 


GRAY DRUG STORES, INC., AND SUBSIDIARIES 
YEAR ENDED JUNE 3 0, 1958 


Balance at July 1, 1957 $ 3,567,768 

Net income for the year . 692,322 

$ 4,260,090 


Cash dividends declared: 


$.35 a share paid October 1, 1957 $ 54,657 

$.35 a share paid January 1, 1958 54,658 

$.35 a share paid April 1, 1958 54,658 

$.35 a share paid July 1, 1958 —Note D 54,745 218,718 


BALANCE AT 

JUNE 30, 1958 $ 4,041,372 


See notes to financial statements. 





















STATEMENT OF 

CONSOLIDATED 

INCOME 


GRAY DRUG STORES, INC., AND SUBSIDIARIES 
YEAR ENDED JUNE 3 0, 1958 


Net sales . $32,249,706 

Cost of goods sold . 19,994,544 

$12,255,162 

Other operating income 96,557 

$12,351,719 

Selling, general, and administrative expenses . 10,922,800 

$ 1,428,919 

Other income . 18,217 

$ 1,447,136 

Interest expense . 75,814 

INCOME BEFORE FEDERAL 

TAXES ON INCOME $ 1,371,322 

Federal taxes on income — estimated 679,000 


NET INCOME $ 692,322 


See notes to financial statements. 






















NOTES TO 
FINANCIAL 
STATEM ENTS 


GRAY DRUG STORES, INC., AND SUBSIDIARIES 
YEAR ENDED JUNE 3 0, 1 9 58 


Note A — The loan agreement with an insurance company provides for interest at 
the rate of 3%% per annum, for repayment in semiannual installments of $50,000, 
and for additional payments each year equal to 20% of the excess of consolidated net 
income for the preceding year over $280,000 ($82,464 will be due on November 1, 
1958, under such requirement); however, each additional payment shall not exceed 
$100,000. The loan agreement, and a credit agreement with a bank include certain 
provisions relating to the maintenance of consolidated net current assets and restric¬ 
tions on the payment of dividends. Accordingly, consolidated earnings retained for use 
in the business available for dividends amounted to $1,191,958 at June 30, 1958. 

The note payable to others provides for interest at the rate of 4V£% 
per annum, and for repayment in quarterly installments of $45,837. 

Note B — On May 24, 1955, options were granted to certain officers and key 
employees (three of whom are directors) to purchase 15,000 shares of the capital 
stock of the Company. The option price was $16.37i/ 2 per share, which represents the 
quoted market value at the date of the grant, except that the option price to two em¬ 
ployees (related to principal shareholder) was $18.70 per share to permit qualification 
as a restricted stock option. The aggregate option price of all shares was $253,995. 

On May 24, 1957, all of the options became exercisable. During the 
year ended June 30, 1958, options for 250 shares were exercised and at June 30, 
1958, 5,511 shares were subject to options expiring May 23, 1960. 

Note C — The increase of $3,844 in capital in excess of par value represents 
the excess of proceeds from sales of 250 shares of capital stock sold under the 
Company’s stock option plan over the aggregate par value of such shares. 

Note D — The Company deposited funds with a dividend disbursing agent on 
June 30, 1958, for the dividend payable on July 1, 1958. 

Note E — The companies were lessees at June 30, 1958, under a number of 
leases extending from one to eighteen years. The aggregate annual minimum rental 
payable (many of such leases provide for additional rental if amounts based on specific 
percentages of sales exceed the minimum) amounted to approximately $1,453,000. 

Note F — Allowances for depreciation and amortization aggregated $507,717 for 
the year. 

Note G — Total contributions under the pension plan for employees of the com¬ 
panies amounted to approximately $150,000 for the year ended June30,1958, including 
amortization of the cost of past service benefits to retirement age of participants. At 
June 30, 1958, the unfunded cost of past service benefits was approximately $27,000. 
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